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C>f the dfivolopments reported this that regarding 

metnoatioas of the GCAS Caribbean inwstlgatiiig conEiattee (p, 
nidexed hr | |to be particnJarly inpos-tant 


the reeonr- 
2) is oon=“ 


iJtsKiiKNf l)lGrKU)FM:;KTa 


CSfJKftiLs fhe GCAS approved the reeoEiis©n«lations of its CarrLbbaan irr* 
»»*stlgeting c:OEjiiiitt,ae (p, 2 ,)^ Hesnlte of the Intex~“Ainerican Social and 
AGoaoiido Oomcil maeting should 3i!ibs'tant^:alJ.T favor OS econoxrnc relations 
'sith other Amarican 2 *epublics (p, 2). 


5‘®HT51KHH AllMs in Costs Kica, increased CoErmimst activitj ia not ex“ 
pacted to have serions effects (p, 3 )* Oixban CoismunistSt, during the 
raoent sugar s' to’ike^. effectlveXv deiaonstirated their ability to stir up 
troub'lfi (p. Ij.)i 


I-- — -‘ \ iSBXico''s JLioniDarao 

Toledano has increased the tempo of bis anti^US propaganda campaign 


25X1 


SOOlHSaaS arm* Th© Bolivian gwamiEent has announced a far-reaching 
GoDMuaist plot (p. 5)^ 
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1 , 


GENERAL; CCftS Approves Reooaimendatlons of Caribbean laveatlgatlng 

^^Se^recent approval by the Council of the Q4S of its 
investigating CoHBBitte©*s proposed resolutions regarding the Carib¬ 
bean situation constitutes a further step toward restoring tranr 
quility in that area. Moreover, the Council's adoption of these 
resolutions without substantial change and practically without 
dissent (Chile and Honduras abstained on one resolution) repre¬ 
sents a gain for the ftiited States and for those other American 
republics that wanted the Committee's report upheld and its 
recommendations carried out. 

It is true that, during the course of the Council's 
discussions, a clause was added to Resolution 2, reiterating the 
Dcadnican govemment' s culpability (already stressed by the oomr 
nlttee in Resolution 1 dealing with the HhitianrDominican case). 

This amendment was suggested by Mexico as a coopromise, following 
strenuous, but xmsuccessful, efforts by Cuba and Guatemala to 
soften the sections of the cceanittee's report dealing with their 
own culpability. Certain clauses reaffirming the principle of 
s'teict non-intervention were also inserted in two of the resolutions 
to satisfy Mexico's traditional concern over this pirinciple. In 
addition, the Council passed four Brcailian proposals entrusting to 
the Pan American Union the task of studying problems relating to 
irepresentative democracy, political refugees in Hie Caribbean, and 
the improvement of the Habana Convention of 192S, The Ifexican 
am^dments mentioned above, however, did not in any way alter the 
substance of the Investigating committee's rejiort, while the Bra¬ 
zilian proposals simply suggested the nachinery for carrying out 


eome of the committee's recommendations. 

lostlmates that the Council's prompt and decisive 
action on all of the committee's recommendations, including the 
threat to apply the sanctions envisaged in the Rio treaty, will, 
probably curb future hostile activities a^inst one aitother by the 
countries implicated in the current disputes. Even the most effec¬ 
tive laplementation of the resolutions adopted by the Council, 
however, cannot be eaqpected to solve the fundamental causes of 
Caribbean unrest. On the other hand, this second invocation of 
the Rio tareaty has strengthened it against moiro serious tests that 
nrt gh t arise in the future, vhile the high degree of solidarity evi¬ 
dent in the Council's voting has benefited US security interests. 


2, Sxtraordinaxy Session of th e Inter-Amerioan Economic and 

Bocial Counoll 

The decisloi^^of the Inter-American Seonomic and Social 
Council (lA-ECOSOC) in its recent extraordinary session constitute 
a step forward in the slow overall improvement in US economic 
relations with the other American republics. The adoption of a 
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resolution concOTning a joint technical assistance program, to b© 
coordinated with sindiar UN pji'ojects, was probably the laost im- 
portant aocampliahai^t of the laaeting^ Of considerable iisportaiKse, 
thoughj, were the abandonaient of the Economic Agroemant of Bogota 
in favor of bilateral conventions and the decisions to scrap plans 
for certain proposed inter-American institutions of dubious* value 
and to postpone further the loag-proposed, much-postponod Buanos 
Aires Bksononde Conference „ These actions have eliminated firom 
the inter-Anerican scene some of the stuiiijllng blocks to the devel¬ 
opment of better economic relations and have paved the way for 
more fea sible a nd concrete rMgotlatiox®, 

I I bellevBSa however, that, while IA-EG030C«s plan to 
coordinate its technical assistance programs witli those of tlie UW 
speciallaed agencies has a good chance of success, the carrying 
out of stjch projects will be made difficiat by the reluctance of 
maiQr Latin American governments to contribute their share of the 
expenses involved. This reluctance will be aggravated should the 
US Congress reduce appropriations for the Point k program, since 
this wiUj, of oourae, cut down Latin America *'s share. 


3. GCBTA RIGA! 


Inc reasing Cogammlst Activity 
’Fhe rec^i" return o? Ifem Mb 


-Ifora, the Communist Party 

IVanguardia Popular) leader vSio has been in exile ever since tlia 
civil wap of has been a signal for greatly in^^reased Commu¬ 

nist agitation in Costa Rica, The Comniunists, vAio have been 
reorganizing in recent months — with soma success in the field 
of labor — appear now to feel that they are strong enough to test 
the Dlato adndniatration^a intentions toward them. The current 
government ^a policy toward Communism has not yet been made clear 
because the legal status of the Vanguardia Popular, which was out¬ 
lawed by the junta in July 19^3, has not yet been interpreted under 
the r»w constitution which wont into effect when President Ulato 
took office last Kovenher, The animosities of the 1948 civil war, 
in which the Conaminlsts were allied with the illegal usurpers of 
the presidency, are far enough past that the Communists are now 
able to gain increased influence, provided that they operate quietly. 
It is quite possible, however, that, should the Cocsmmists agitate 
affectively, and shoxild adverse publicity be given to the expected 
struggle between Isismuel Mora and Araoldo Ferreto for party leader¬ 
ship, popular resentment against the Communists would again increase, 
the Party midd again be declared llleea l, and strong government 


pelieves that, even tho ugh 


action would be taken against it. 
there may be some political disturbances In Costa Rica until the 
li^al status of the Vanguardia Popular is clearly defined, the 
government will not allow Communism to become a serious threat to 
the political stability of Costa Rl.ca or to I® security interests 
in that country in the next several months. 
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h. CUmj CoaBtonlsts Stir Tto Tifooble in Sugar Xadiatj^ 

The reoent eugar starUce has provided an illustraticax of the 
offoctl-venees of Cuban Comminist labor agilaiion iwteworthiy to 
vieir of recent CaBmainist poUtioal gatoe N fcly> 28 Ifar 50)* 

Despite the toct that the Comoninists coaitrol only a ferw local labor 
unions to Cubans sugar sdlls, and that labor in toe industry is 
virtually controlled l^y the nonrCoEaoittnist Fbderacion Kacional do 
ITabajadores Azucareroa (PHIA), the Coorounists -were able to increase 
greatly toe aerlousneBS of the monthrlong attaint by toe sugar 
urorkers to obtain extra sages. The result sas that a few sugar 
cane fields sere bumedy much cane sae left on the ground and thus 
ruined for sugar prodootion, and toe partial industrial sloadosn 
of about four seeks sas converted into a four-day national sugar 
strike. It is true that toe strike did not result to a severe 
financial loss, and that it did not iKqprove the OoisHuniat position 
in Cuba. U5 security interests in Cuba are affected, however, by 
the evidence which this strike affords of toe coutinned CiMHuunist 
ability to stir vp trouble to Cuba’s key sugar industry. 


6 . MEXICO; Intensiiled Anti-US Propaganda 

tjov&>aT& Itoiedam tias roiim effective propaganda for his 
intensified aati-OB canpaign to a recent speech by the outgoing 
president of toe Itexloan Confederation of Chanbers of Industry. 

Ihe speech, which criticiaed state intervention to private todus- 
trlal activities, drew censure from legislators, labor leader, and 
the seoi-officlal press (because of divergence of opinion on Ifeacican 
political princlpiee). This censure, plus the fact that the inconr 
tog Confederation president is an American businessman, made the 
charges to Loatoardo’s El Popular — that the Mexican Confederation 
is influenced by American "monopolists and inperialists" — all the 
acre effective. It is quite possible that Lombardo’s anti-US propa¬ 
ganda will convince other grot;g}3, to which case any efforts by the 
Mexican business oomnamity to eliminate state intervention would 
encounter serious opposition, IMs propaganda could also be ear- 
p^ted to wwk to toe detriment of US investments to Meacico. 
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7. I30LI?IAt Canonist Plot 

Ifie loUvian government announcement that it has discovered 
e fajr-reachlng Co!asuni.st plot, centered in Bolivia* appeals to bo a 
new stage in that government's cun^nt campaign to’coabat all oppo¬ 
sition groups by connecting them with alleged Cojiaminist plots. Such 
charges (possibly baaed on forged documents) represent an attempt 
to control increasing labor iinrest and at the same time to impress 
the US with Bolivia*8 need for financial assistance. It is true 
that nany aspects of the Bolivian situation are propitious to Conr 
munist activitys there is an xmfavorablo reaction to the goveKi- 
mentis recent economic decrees devaltiing the currency, a general 
strike is threatened, and the future prospects of the Bolivian tin 
industry are unfavorable. Moreover, the Communistr-led faction of 
the PIR (Paxdy of the Revolutionary Left) has attempted to form 
a separate Communist parly in Bolivia. While Bolivian Comaiunism 
does constitute a threat for the longer term, it is stin so weak 
that it is iTBportant only as it nay add to the strength of the 
already powerful forces opposed to the present Bolivian government, 
Th^, it is extremely doubtful that such a plot, even if it does 
exist, represents any serious threat for the immediate future. 
(Substance in CIA Wkly, li* April I 95 O.,) 
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Curr ent S i t’.tatioa i n Pam Tia, 


(S uawnry The political aituaticn is uaBtatlo and tlie seononie 

eT^utttfon continues to h© laafavorablao Panai:ia's sriUll Cocusunist 
group mintains its capability for agitation and for incroaelag 
ita iiiflueace through aXignrioat with ultra-nationalist susd 
student groups who engage in subversive activifcyo !fhe national 
police continue to be of practically no value as a factor in 
natiojaal defense and could not bo counts! on to support the 
prosidcnt la the event of an attempted ooup,-; The president oon'“ 
tiimos to mintain a friendly attitiide toward the United Sta-teso 
US security interests E&y ba adversely affected by 
trouble resulting from the increasingly ^instable political 
oituatiouc) 


political aituaticn has beec:’^ more unstable as the result of 
a marked increase in eppositien to the proHident,. It is true that; tho 
president and. police chief Kemon seeiii to have formul ated a fairly catis" 
factory working agreenent i^hloh Reisoti may b« roluotaiit to break long 


25X6 as he isi allowed control of 


X1 


,_I'profltable sources 

of incoits-:. Rovartheless, the president's ooaitioa is xiieakoacd by th® 
activity’ of Liberal Party factions and dissident 3&.aovaaorsg 


pg‘e«3LaQat:''-3 position l3 further 'i-?ealceasd b.v a rift bet 
ftiinseii' and his brotherj Barmodioj, xdto is no doubt eucoui'agirjg stu 
opposition.. Student gro'upa and other ultra-autlone list and Cowaun 
eloinentf; have begun to agitate strenuously against .ftrosideat Ariai; 
pro—US polioiea and thus to prspore for s. general political offecK 
against him, (see Subversive)» In addition, the prsfaidenf’s politi 
maneuversand ©specially hia feuds with govariiraan t eaployess, a.C 0 
alienating former supportors« The unfavorable economic situatica, 
ticularly \mem,ployKmit, further roalcsns the president s position,' 

It is likely that Panama will remain pcliticaliy unetabl© regardless 
of who Is in powert. The present; political tension could qisits poissibly 


ween 

■dent 

i.st 

ive 

cal 

par” 
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develop into anoad oonfliot either as the result of action by 

against poliee ohiof Bem on^ cf as the result of en atteiopted 
coup by Arias* politioel opponents, should they obtain adequate poliee 
si;^port« 

BBononio 

^ eeoacaio situation continues to be unfavorable# Ihe govenaaeint 
stUl lacks the finanoial resouroes for either the long-range eeononiiO 
dewlopnent i*hioh PanoiBa so badly needs or for iaimediate action against 
unenplopaent, vdiloh must be alleviated soon if further deterioration ait 
the already unstable political situation is to bo prevented# Tfoder broad 
posers granted him befoxe the aseently ad^Joumed in February, the p*esi- 

^ ^ Million offered by the ChiriquC band 

(united Fruit) Oompaiiy# Part of this loan will be used to build hi^ 
uaya, the easiest way to provide ^obs. She president also has triad to 
Make Panama eligible for early US aid in rollaving uneu^loymsat by 
having the assembly ratify two bills favorable to US tnteraste. US 
a&^sy Panaam has been strongly advocating the early inplomentation of 
road oonatruoticn and road maintenance agre^aents and other economic 
projects which have pc^ar approval (the majori-ty were initiated under 
former adminiatarations) and whtoh cannot be eonatruod by Arias • political 
oppo nents as US aid to a partlo\tLar political group. To date, however, 
£m new jobs have been provided, and lostlmatas that, in the absent 
of substantial US expenditusws in the area, the eooaomlo situation will 
oontlnue to be unfavorable# 

"*~*~IS* National Bolioe Is of praotically no va lue as a factor in 
national defense, ' ' * * • - 

dcmiestio politics 


'me Secret Bolice force is sIiqo 


an d is parti san in 


— ■^'riT''— *7“'' j.wi wo AO tu,8o I I partisan. 

Neither could be relied v^on to si^port the president in event of an 
attempted ooi:q^ d'etato 

Subversive 

PanSa’s small Communist grot^ maintains its oapablliiy for agita- 
tion and for increasing its influenoe through alignment with ultra- 
mtioa^ist pot^s and student groves that engage in subversive activities 
It is true that the formerly ultra-nationalist President Arias is mainr 
taining a pro-US policy end is apparently willing to haplement hie 
announced aati-Ooramunist policy# Becently, for example, he ordered the 
police to prevent Conniunist activities in ■tdie Chlriq^ province where 
there has been agitation against the Chiriqni Land (ifaited Fruit) Company. 
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Hevertljel^B^^in oonina nonths the Arias adninistration may bo in a wook 
poslti<!ta vis a vis the ComrxiaMs and ultra-nationalists, particularly if 
tho acuto imen^loyrant situation continues and Arias^ domestic policies 
remin unpopularo Comnunict-influeneod {proups, %7ith ultra-nationalist 
axd, hate ^eady launched a strong propaganda ofi'ensivo in order to 
create dll-will toward the US, to discredit tlie adninistration's pro-US 
policy of recent months, and thus to prepare for a general political 
L ^iaa. anti-US offensive now underway — and which 

appealing to many Panamanians unless a oounter- 

US-Panamanian relatione 

very difficult for some tino to cone, 

i' • • ■ ■ , : li 

leaders are currently preparing a strenuous 
present dominant influence over Canal Zone 
^cal ns, ;vhichjms forced by Governor Ifev/ccmer to withdraw from tho 

of America (UPri). It is 

for continue tc be an important pr^aganda outlet 

Connaunists and that the West Indian negroes of th^ 
fifLh i receptive to Panamanian Comunist influence unless the 

effeSXe°n5“'“®''! an eiKceptionally 

the Communists« On the other ^ 
l^d, if the Comunist Influence over Cpnal Zone workers is ever broken 
Communist strength in Panama .^11 bo seriously jeopardised! * 

the activities by Liberal Party elements indicate 

gang, tho pie do gn^orra, is being 
’ Tu "“if Police aiKi/Br the^giHFer Police have 

presi^t trflS ^ Personnel paid by tho Liberals,. The 

^ ^ reportedly trying to incroaso his influence in the 
Secret |^lice end has armed his own supporters. 

Inte maiilonaJL i 

mintain a friendly attitude toward the 
States which nas resulted in the settlement of Icng-standing 

^ practical manner, Hovre^, relations 

boconing more difficult because of the 
possibility that ^ Uu cooperation with Arias will be censtrued ibv his 

interference in the intomal affairs of Ponam, 
It is oj^imated that tho acute unesiploymont situation will ibrCe sAriaa 
^ ®aint8 in a friendly attitude toward tho U£ in the imriediate future 
in order, that ^ nay further his efforts tc obtain US economic aid hnt 

^ administration increase^ 

be expedfced is modify this attitude for personal political 
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The Current Situation in El Salvador 


(giMaiy — ihe political situation remains stable. Ifeiior 
Osorio will probably win the presictential election, and his 
supporters eill dondnate the constituent assembly. The 
econondo situaticax continuas to be extremely favorable. 
Oonanunists have made no effective gains. The aray idli be 
strengthened discing the coming year. Pear of leftist 
strength in Guatemala has favored closer relations with 
Honduras and Nicaragua. 

— GuCT^ent trends offer no threat to US security 
interests during coming months,) 


Polit^al 

~"*~"T^S~^litical situation remains stable. In order to minimize the 
possibility of conflict, votes cast in ttie election of 2? Jfarch (for 
president and delegates to a constituent assembly) are being counted 
and publicised irtth considerable delay. Early returns indicate, how¬ 
ever, that ifajor Oscar Osorio — udio has been the dominant political 
figure since the revolution of December 19^5 and who has had the 
support of the government in his political campaign — has been 
eleot^ pr^ldent. His only opponent. Colonel Ifenendea —» tHio is 
^pported by an ill-assorted hodge-podge of anti-Osorio groups, rather 
cohesive parly with a unified program — has, nevertheless, 
reived a heavy vote. Osorio "s supporters will also dominate the 
CTOstituent assenhly which will establish the fundamental law under 
which Osorio will assume office and officiate as president. 


It is to be expected that the present government’s ndddle-of-the- 
genially acceptable to the aniy and to the coffee capital- 
«««+* continued after Osorio’s inauguration. Opposition by dis- 

wntented labor groins, liberal students, Conmunists, and exiled leftisti 

^ indication that it will become effective! 
organised within the next six months. 

Eoonomio 

~sitmtiOT continues to be very favorable. Coffee 
Mies have 1^^ gold and exchange reserves to a record high of ^ 7 
fflillxon. Preliadnaiy figures indicate that 1^9 was El Sal^dor’s 

^ e3?3orts rising to a 

rwOTd fo4,9 fflilUon, .and the favorable export balance to $15 2 million 

the International Bank was consunjuiated 3n DecenOjer to help finance 
electr^icatiwi program, and the government is preparing 
to float a bond issue to finance 1h® colon costs. Contracts and proje^ 
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iaei/Sental to the Lenqsa program ai» now betog eonaidsored^ and construc¬ 
tion nox^ at the dam site ffia;f be initiated shortly. 

Ho ctaan^ in the fhvorable eoonomio eitvation is f^aseen for the 
coming mcmthd. 


StitefCTBiing 

’ la recent months, ConammietB ha*»e gained momentarj influence on 
the poUticaX scene, tiiough on telance they continue to be an insignifi- 
oant political faotw. Deprived o:f the opportunity of establishing 
taieir own eojMmnjist-front paziy, they have been forced to choose be¬ 
tween ooUaboratioa vd.th Ibjor Os<MPio or Colonel Menendes, both anti— 
Oomimmists. Having failed to gain influence in the Fartido Hevoltr 
oionarlo de Dhifioaoion Demooratiea (FiQJD) which declared for Osorio, 
the Gomannilsts have sou^t advanoeo^nt through the Bar^do Acolm 
Benovadora (PAB) of Oolonel MSnentea, idiioh had. invited the support of 
all opposition grotips including Ootmnunlsts, thua giving them momentary 
influence. Thera is no evidenoe, hoeev^, that a Uaoendee viotCTy 
would greatly benefit the% and of oourae hie probable, defeat will 
ttmirt ttelr immediate plans. Jn labor affairs, the ComomniBts have 
made little progress since they succeeded^ foroing out the moderate 
leaders of the Railsay Worters^ Union IWkly, 11 Oct 1*9). The 
threat of a railroad stxKce in Decexilber was ended by interventi<»i by 
the govemm^t, whldh tenporarily arrested labor leaders and irgjosed a 
small fins an the Salvad^ l^ilways Ooa^ny. Although the Comminists 
oonttmw to provide iAke only nooleas around ^ich a united labor move¬ 
ment mi£^t d^rvelx^, moderates within the labor movement have opposed 
them in their attests to gain power. Possibly as a res^t, Oonanunist 
extremists, under Hhreo TUHo Fayas, have recently organised a xiew grotig), 
the Fraute Ui^do de Obreros Salvadimwnos (PUOS), although the OomitI de 
l^organisacioa Obrere (080) jNsjiains their n^st effective instrument. 


The policy of the gcvenamantal junta, and of Major Osorio, in fol¬ 
lowing a middle-of-the-road policy has hindered Communist efforts to 
dev^op a unified opposition In labor matters. It is possible, however, 
that the army and conservatives (who are wrarrltd by tbe strong ehowing 
of the anti-Osorio groiqcd in the present election) will seek to force 
Osorio to undertake a more repressive policy toward labor after he 
becomes president. In IMs event, though organised labor influence in 
national affairs will deoraaee, Comwonlst labco* leadership iKiy maks 
progxess in its efforts to ohtaln the su^i^port of labor. 


^ military situati<m is stable, with the amy united behind Ihjor 
Osorio (probable presideat-elfict) and Ifejor Bolanos (adlitary member of 
the governing junta). There is little evideno® of support within the an^ 
for Ifejor Fillalta, exiled military leader with leftist affiliations. 
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Increaeed appropriation will permit the strengttiening of the armed 
forces. Under the 19^ budrat, the militaxy (army, national guard, and 
natiaial police) will get |4,U00,000, or 32*.,2 percwit of the total 
budget, oojmpared to the 15.2 percent they received last year. The 
national guard and the treasury polio© will be strengthened by 300 and 
100 Busi «(spective3y, in order to prevent illegal immigration and anaig- 
gUng frott Ouatemala and (to a lesser extcoit) from Honduras. The 
national (traffic) police will be increased by 100 men. $520,000 is 
earmarked for the purchase of arms and ammunition (largely TB) and 
$<30,000 for the establishment of a coast guard. In additim, the 
Mnistry of Pi:d>lio Worlos has been granted ^60,000 for the constrwstion 
of garrison projects and $1*0,000 for the com true tion of a military 
hospital. 


believes ihat the strengthened mdlitaxy pro^am refects the 
gove^mien'C's concern over the possibility of Increased strength in the 
field of organieed labor, and the possible infiltration of leftist 
agitators and organleers from Ouat«nala. 


International 

' has been no fundamental change in El Salvador's foreign 

policy and international relatione. Fear of Ouatemalan leftists, and 
the recent football dispute with Ouatemala, have favored closer rela- 
ti^tis with Honduras and HlcaragM, During the fooltoall controversyj 
the government is reported to have '•borreroed" bonhs from Honduras 
against the eventuality of attack by Goatenala, and a military mission 
from lfi.earagua was ent^talned with manifestations of good will. Lilra** 
wise, fear of Guatenala delayed, but did not finally prevent, Salvadoran 
approval of the recent GQAS resolutions concerning Caribbean unrest. 
Belations witii the IB continue good. The government has requested con¬ 
tinuation of the IIAA health and sanitation program and the inauguration 
of an educatioMl program. It also hopes to obtain the maxlmom aonount 
of arms available under the Mutual Defence Assistance Pact of 1949* 

After considexuble delay, the government has finally recognized its 
obligations as a member of the UN Korean ComraisBion to the extent of 
deciding to appoint two amy officers as observers. The presence of 
these observers (who teive not as yet been selsoted) will !»lp maintain 
a quorum on the Comsdesion, 


foresees no change 


coming months. 


in El Salvador's 


international relations in 
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